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I ntroduction

Meat consumption in Japan does not have a
long history, with Japanese historically relying Japanese Imports of U.S. Beef (Metric Tons)
on ricefor cdories and fish for protein. Japan
only began importing U.S. red meat (besf and
pork) in sgnificant quantities in the late 1970s.
Since that time, however, the U.S. share of the
import market has increased and exports to
Japan have “taken off like arocket.” Imports
of U.S. beef, for example, increased from 41

metric tonsin 1968 to a high of 348,299 metric p L
tons in Z(m Whl|e |mp0rt5 Of US pork rose Source: Japanese Ministry of Finance
from 7,589 metric tonsin 1970 to arecord 336,993
Japanese Imports of U.S. Pork (Metric Tons) metric tons in 2008. To give this some perspective,

imports of U.S. beef into Japan rose dmost
850,000 percent in 33 years while imports of U.S.
pork rose over 4,000 percent in 39 years. The
unique private- public partnership between FAS and
the U.S. meat industry as represented by the U.S.

, Meat Export Federation (USMEF), aswell asa
! dod strong relationship between the U.S. mesat industry
970 1980 190 185 1998 2008 and the Japanese food sector, has been essentid for

this amazing success story to unfold.

336,993

160,137

108,487

Source: Japanese Ministry of Finance

The Prohibition of Eating Meat in Japan

For over athousand years prior to 1868 eating meat from four legged animals (and particularly
beef) was officialy prohibited in Japan. Buddhism was introduced into Japan in the 6 century
and quickly spread throughout the country because of the influence of the imperia family and
powerful clans. Buddhism frowned on mest egting because of its belief in reincarnation, where
people could be reincarnated as animas. The second main rdigionin Jgpan is Shinto, which aso
frowned upon deding with dead animds, believing that it pollutes the body. The Japanese
believed that people who ate mesat had to wait around one hundred days for their bodies to be
purified again before they could pray at shrines or temples?

In April of 675, the Emperor Tenmu outlawed esting mest of four legged animals? For over a
hundred years after the establishment of the law, the Emperor had to periodically reinforce this
prohibition indicating that perhaps it was not well followed. By the 10 century, however, just
about everyone had stopped esting mesat.

Chrigtianity was introduced to Japan in 1549 and many Christian missionaries brought with them
Western cuisine that used beef and pork. The ban on meat was rel axed where these foreigners
congregated, particularly in the southern idand of Kyushu and the southern tip of Honshu, Japan's
main idand. However, the prohibition on eating mest was reinstated and became particularly
severe during the Tokugawa Shogunate, afeuda regime run by Shoguns from 1603 until 1868.
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Japan isolated itsdlf during this time from the rest of the world, banished Chritianity, and
reinvigorated Buddhist and Shinto culture. Through the following centuries, Japanese society
formed prgjudices againg esting mest, associating it with “foreign barbarians” They eevated
farming and esting Japanese rice to a borderline religious experience® Theinfluence of

Buddhism and Shinto dong with the need to protect draft animas for rice production aso had a
lot to do with this restriction.”  However, in mountainous areas where agricultural production was
limited, wild fowl and game remained part of people's diets®

TheAukland

The prohibition againgt esting meat in Japan made for awkward Stuations when Japanese initidly
came into contact with the West. In the 19" century, American sea-going vessdls brought live pigs
with them on their long voyages, daughtering them for meet dong the way. 1n December of

1850, the Aukland, an American merchant ship, left Hong Kong for San Francisco carrying sugar
and other general merchandise.” Severa hundred miles off the coast of Japan, the ship came
across the Japanese junk, the Eiriki Maru. The junk was damaged in aviolent ssorm and it had
drifted at seafor severd days. Because of the Japanese government’ sisolation policy, Japanese
ships of the period were not designed for long ocean voyages, and so the Eiriki Maru tossed
helplesdy in thewaves. The 17-member Japanese crew was rescued from the boat and placed on
board the Auckland, which continued on to San Francisco.

The youngest member of the Eiriki Maru was Hikozo Hamada (1837-1897), who later became
known as Joseph Heko. Heko became the first Japanese to become an American citizen® In his
autobiography, Heko described how they were not accustomed to eating meat because they were
Buddhist and at first refused to eat “mesat and butter.”® In fact, after witnessing the cook from the
Auckland daughtering a pig on the ship the Japanese became concerned that these “ barbarians”
would start to eat them. Later, the Japanese became accustomed to the American food. AsHeko
remarked “when in Rome do as the Romans do.”

Townsend Harris: The First U.S. Envoy in Japan

Commodore Matthew C. Perry and his heavily armed black ships opened up Japan that
culminated in the Treaty of Peace and Amity being signed between the United States and Japan
in 1854. In the provisions of the treaty, Japan agreed to open two ports, Shimoda and Hakodate.
Townsend Harris was a merchant and politicianfrom New York City. Hewasdso an
enthusiastic supporter of public education, becoming the president of the New Y ork City Board
of Education in 1846 and establishing the City College of New Y ork the next year. In 1847, he
left New Y ork to begin trading with Asan countries, arriving in Shanghal in 1853. Hearing the
news that Commodore Perry succeeded in Signing the Tresty of Peace and Amity with Japan, he
lobbied the U.S. government for the post as the first American consul in Japan. 1n 1856,
Presdent Franklin Pierce seected Harris asthefirst U.S. envoy to Japan. Between 1856 and
1859 Harrisresided in Shimodain Gyokusenji Temple, which was converted into a makeshift
U.S. consulate.’”

Harrisis perhaps best known for having persuaded the Japanese to Sgn acommercid treaty with

the United Statesin 1858, but he is also known for introducing new food concepts to Japan.
When he arrived in Shimoda, he wanted to eat the way he had in the United States, and he was
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particularly fond of steak dinners. Thus, one of the more unexpected consequences of Harris
tenure was that he had a cow butchered in 1856, the first cow ever daughtered in Japan. Harris
gpparently aso enjoyed drinking milk. Infact, he dso had the first cow milked for human
consumption ever in Japan.

These incidents caused great concern among the Japanese. Local farmers feared for their cattle,
used as work animas, and began to hide them so they wouldn’t be food for the “ barbarians” In
1931, long after Japan became a mest edting country, a statue was erected on the Gyokusenji
Temple grounds by the butchers of Tokyo to mark the site where the first cow to be daughtered
for human consumption was killed. Thereis dso a Satue at the Temple commemorating the
drinking of cow’s milk. Because of this notoriety, the Gyojusenji Temple is sometimes referred to
by the strange name “ The Temple of the Butchered Cow.”

The Meiji Restoration

With the beginning of the Meiji Restoration in 1868, attitudes toward egting meat began to
change. The Restoration ranks among one of the most important eventsin Japanese history.  For
two and a haf centuries Japan had been ruled by the Tokugawa Shogunate, which was replaced
by an dliance of feuda lords that formed the foundation of the Maiji Restoration. The
Regtoration wasin direct response to the arrival of Commodore Perry and the Black Shipsin
1854. The leaders of the Meiji Restoration acted in the name of restoring imperid rule, ended
centuries of isolation, and began the pursuit of technica knowledge from Western countries to
modernize Japan, induding its agriculture,

In 1871, the Meiji government declared esting meat was important for good hedth.'?  Evenwith
this declaration, the taboo was gill strong in Japan and there was opposition to egting mest in
many parts of the country. Inthefal of 1871, Tsukiji Gyuba, a semi-private meat company in
Tokyo specidizing in horse and beef, began promoting mest eating with the following
advertisement, which dso shows the interesting seafood diet of the Japanese at the time:

“First of all, a common excuse for disliking meat is that since cows and pigs are so big,
butchering themis unbearable. Which isbigger, a cow or awhale? No oneis against the eating
of whale meat. Isit cruel to kill aliving creature? Isit not cruel to slice open the spine of a live
eel or to cut the head off a live turtle? Are beef and cow’s milk unclean? Cows and sheep eat
only grains and grasses, while the boiled fish paste found in Nihonbashi is made from sharks that
have feasted on drowning people. Although soup made from black porgy [a marine fish common
in Asia] isdelicious, it is made from a fish that eats the human excrement discarded from ships.
And while spring greens are certainly fragrant and delicious, | expect that the urine applied to the
plants the day before yesterday has soaked into the leaves completely. Does beef and milk smell
bad? Don't pickled fish organs also smell bad? The fermented and dried j ack- fish meat certainly
smells much worse. And what of the pickled eggplant and daikon radish made using the method
introduced by our ancestors, by which insect larvae are combined with the rice miso used to
pickle them? Isn't the issue based more upon what we are used to and not used to? Beef and milk
provide a great deal of nourishment and are extremely good for the body. They are basic
ingredients in the diets of westerners. We Japanese must also open our eyes and begin to receive
the benefits to be had from beef and milk.” 3
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In January 1872, the Meiji government announced that the emperor “partook of beef and mutton
on aregular basis, bresking the centuries old official ban on mest edting.” ** At the sametime the
emperor abolished the prohibition on eating meet, and Buddhist monks were also permitted to et
mest for thefirst time® The emperor’s actions actually began afad of eating mest among the
more affluent Japanese. In 1868, an average of no more than 1.5 head of cattle were daughtered
per day. By 1873, approximately twenty head of cattle were daughtered aday. 1° At that rate,
around fifteen thousand people could eat one hundred grams of beef per day. Without
refrigeration, however, raw meat could not be transported long distances. Live cattle, therefore,
were herded to consumer regions where they were later daughtered. Although beef from Kobe
was cong dered the bedt, cattle was also raised in other regions of Japan. Pork was also gaining
popularity. While pork consumption increased gradudly, the center of Japan’s meat industry was
beef. At the beginning of the Meiji Era, the terms *beef” and ‘meat’ were generdly used
interchangeably.

Moreover, with the opening of Japan, Western food cultures began to spread from port cities such
as Y okohama, K obe, and Hakodate.*” In 1870, for example, the Tsukiji Sayoken Hotel opened in
Tokyo. Soon after, Western dishes such as curried rice and pork cutlets became popular in Japan.
Nonetheless, even though Western food and mest eating gradudly became acceptable during the
Meiji era, it did not become popular with the generd public until well after World Wer I1.

Horace Capron’s Journey to Japan

The Meiji government decided to develop the northern idand of Hokkaido in 1871 to relieve the
population pressures in other parts of Japan, counter the territorial ambitions of Russia, and help
modernize Japan. They turned to the United States for technica aid because of the physica
conditions of Hokkaido resembled the northern part of the United States and the United States
enjoyed an enviable reputation in agricultura technology. 2

In 1871, Kiyotaka Kuroda, the dynamic Vice Governor of Hokkaido who would later become the
Prime Minister of Japan, went to the United States to research the U.S. western frontier and look
for an agriculture advisor for Hokkaido.X® When he made his request for an agricultura advisor to
Presdent Ulysses S. Grant, the President referred him to the Commissioner of Agriculture Horace
Capron (1804 -1885). Thetitle of Secretary of Agriculture did not exist until 1889 when
President Grover Cleveland established the Department of Agriculture as acabinet level
department. USDA received numerous requests for assi stance from foreign governments during
thistime. The Commissoner of Agriculture would generaly refer such requests directly to the
department'sindividua specidists or to the land-grant colleges or state experiment stations.
However, Capron found the request from Japan (a sadary of $10,000 per year in gold, ahuge sum
at the time, and the fringe benefits such as a house, guards and servants) too much to pass up and
took the assgnment in Japan for himsdf.

Genera Capron and his team set sail for Japan in the summer of 1871 on afour year mission.?°
On his team were two other USDA officids, Dr. Thomas Antisdll, the chief chemist at USDA, and
Dr. Stuart Eldridge, the librarian at the Department. > Among the many accomplishments during
thar four yearsin Japan, Capron’s team cresated the modern livestock indusiry in Japan by
importing livestock and providing guidance on breeding management and breed improvemert,
including importing Devon and Durham cattle from the United States®? Edwin Dun, an Ohio

UNCLASSIFIED USDA Foreign Agricultural Service



GAIN Report - JA9512 Page 7 of 20

rancher who was one of the members of Generd Capron’s team who stayed on in Japan after
Capron’ s mission ended and later became the U.S. Minigter in Tokyo, crested hog and cattle
ranches throughout Japan where the best breeds from the United States and Europe were bred 2
The four major breeds in Japan today (Japanese Black, Japanese Brown, Japanese Poll and
Japanese Shorthorn) have thair origins from the infusion of European blood cattle during the

Méiji period.?*

Japan Changes I ts Eating Habits
The School Lunch Program and Animal Protein

Just after the war, many Japanese were ma nourished because of post-war food shortages. During
the U.S. Occupation (1945-1952), the Supreme Commander of the Allied Powers (SCAP) worked
to enhance the nutrition of the Japanese to improve their health and resistance to disease®® New
imported foods, such as whest, corn, flour, butter, milk and meat, were introduced to Japan during
thistime. In December 1946, the U.S. and Japanese governments started a school lunch program.
They wanted not only to provide food for malnourished children but aso to teach them to acquire
atagte for foods, such as powdered milk and meat, that they were unfamiliar with but would
provide them with animd protein that their diets were deficient in. A total of 250,000 childrenin
selected schoolsin Tokyo and Y okohama were fed a school lunch. It took school children some
time to get used to these new foods. There was even an epidemic of a“mysterious disease”
among children in the program. This “mysterious diseass” turned out to be smply hives since
children had become sensitized to anima protein from the school lunch program.

At the end of the U.S. Occupetion in 1952, eight million children were participating in the school
lunch program. SCAP officids, however, were concerned that once the Occupation was over, the
Japanese would not be able to continue the program because the school [unch program would
need large amounts of food imports. USDA not only helped the existing school lunch program
meet the need for food imports but it was dso able to help expand the program. In the mid-1950s,
much of the food for the expanded program came from USDA’s P.L. 480 donations. Some of the
large breakthroughsin sdes of U.S. commoditiesin Japan came through the school lunch

program with surplus food provided by P.L. 480.2° Moreover, through the school lunch program,
Japanese became accustomed to eating animal protein that led to the tremendous success the U.S.
meset industry would experience years later.
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The Mechanization of Rice Production

Although the Japanese government had attempted
to advance the meat industry since the Meiji
period, it was rdatively smdl until well after
World War 1. From a smal base Japanese
consumption of beef grew quickly beginning in
the early 1960s.%” Because of the economic
boom that started with the Korean War, people
could now afford the luxury of eating mest.
Japan’s cattle were primarily used as draft
animals until the 1950s and 1960s when field
cultivation shifted to motor power. However,
many of Japan’s smal farmers retained this draft
breed (Wagyu) as beef animasto be fattened for
market and daughtered. Wagyu is highly

marbled meat and intensve grain feeding and a
long fattening period dlows for this high degree
of mabling' Japan lacks pﬁure land and feed FAS staff visit arice farm near Oshino village
gra'n crops. Grain feedi ng from imported feed in Yamanashi prefecture in 1959.
grains from the United States, therefore, has Source: Kuniharu Kiyomiya

alowed cattle fattening to proceed beyond Japan’s own feed sources.

=

The Japanese Government’s Restrictive Meat Import Policies

Since World War 11, Japan has developed one of the worlds most highly protected domestic
agricultura sectors, with the beef and pork industries no exception. The import restrictions have
made mesat products very expensve for Japanese consumers and inhibited demand. From 1962 to
1991, for example, the average per capita consumption of beef was only 4.2 kilograms compared
to 32.39 kilograms for fish.?®

From the war’ s end until 1950, Japan food and agricultural imports were regulated by SCAP, with
imports only alowed for food aid. From 1950 until 1954, the Government of Japan strictly
regulated trade and meat imports were essentially banned?® For atime after 1954, Japan was able
to import beef without strict foreign exchange controls;, however a 10 percent tariff wasimposed

by the Japanese government. In 1957, there was a surge of imports and the government became
worried about speculation in beef imports. Thus, from 1958 until 1963 the government imposed a
guota system based on value and the Fund Allocation (FA) system, which allocated scarce foreign
exchange for imports. Importers tended to import low quality beef to maximize the quota.

In 1964, as arequirement of joining the Internationd Monetary Fund (IMF), Japan stopped using
the FA system asits principle meansto restrict imports and protect domestic industries®° Beef
and pork imports became subject to an import quota (1Q) system. The in-quota import tariff for
beef was raised to 25 percent and the quotas began to be based on volume ingtead of vaue. The
in-quota import duty for pork was established at 20 percent. In addition, strict quarantine
regulations were imposed to redtrict trade.
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Until 1968, Japan imported a negligible amount of pork as domestic production met demand.
However, importsin 1968 jumped to 10,000 metric tons, with the United States supplying 85
percent.3! The increase coincided with a pork promotion campaign by the U.S. Feed Grains
Council. Early in 1969, in an atempt to lower high prices, Japan expanded the import quota. In
September 1969, after two successive quota increases, pork imports rose to a high of 50,000
metric tons. The United States was unable to fill the quotawith U.S. pork because of high
domestic meat prices, and Japan turned to other countries such as Taiwan, Canada, and New
Zedand to fill the quota.

On October 20, 1971 because of negatiationsin the Kennedy Trade Round, Japan’s pork trade
was liberdized. Import quotas were removed and replace by avarigble levy with a gate price that
was established each year based on average prices the prior year.3?  In 1995, because of the
Uruguay Round Agreement, the gate price of the variable levy system was fixed and then
gradualy reduced until 2000 which is till the current level.®® I pork imports are valued at or
above the gate price, then they pay only the ample tariff (4.3 percent in the case of fresh, chilled,
or frozen mest). If their valueislower than the gate price, the importer must pay the difference
between the import value and the gate price as a duty, in addition to the tariff applied at the gate
price vdue. This system has been controversid and creates an incentive to exporters and
importers to structure shipments with an average CIF value at or above the gate price. 1n 1995,
the pork “safeguard” systemwas aso introduced to protect the Japanese market from sudden
surges of imports.

In 1961, the Price Stabilization Law for Livestock Products created the Livestock Industry
Promoation Corporation (LIPC), which was responsible for the administering government policies
on livestock.®* LIPC dso had important trade functions, administering Japan's variable levy on
pork imports and acting as the principal importing agent for beef.3> LIPC specified the cuts to be
imported without always making reference to where the market demand might exist.

Prior to liberdization of the beef market, LIPC tightly controlled imports through the beef quota.
Thirty six firmswere éigible to import beef under the quota system and foreign companies that
wanted to export beef to Japan had to be on the Preferred Brand List. The mgority of imported
beef was purchased and sold through LIPC. Infact, by 1984 LIPC controlled about 80 percent of
Japan’s beef imports. LIPC remained the key buyer until the smultaneous buy-sdll sysem (SBS)
was implemented and expanded in the coming years.

Japan was aso not always a reliable market for the U.S. beef industry. For example, the
government more than doubled the size of the quotain 1973 from 1972 to hold down beef prices
and reduce inflation.®® However, wholesdle feeder calf prices collapsed because of rising feed
costs, and the Japanese government issued no new quotas from late 1973 until the second half of
1975. LIPC officidsfeared that Japanese producers returns would be severely impaired by high
feed costs coupled with cheap imported beef. Imports did not recover until 1979. In 1975, after
resuming the quota, the Japanese government announced a system of annua amounts to be
imported from exporting countries such asthe United States. Until 1978, the United States
exported little beef to Japan, usually less than 10,000 metric tons per year.3” However, the
Strauss-Ushiba Understanding of 1978 between the United States and Japan allowed for an
increasesig] the quotafor high quality (HQ) grain fed beef from 16,800 MT in 1978 to 30,800 MT
in 1983.
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USMEF

TheEarly Years(1977-85)

USMEF was established on February 20,
1976 and opened itsfird internationa office
% inJapanin November 1977. 3° USMEF was
S0 || created by acasual meeting in 1975 between
| David Hume, the Adminidrator of FAS, and
- L. Bill McMillan of the Nationd Cettlemen’s
+1| Association (NCA).*° McMillan wasto lead
.| aU.S trade delegation to Australia. During
| the conversation, Hume told McMillan he
"w| should add Japan as part of hisitinerary on
histeam’strip to Audrdia On that
recommendation, McMillan and his group
vidgted Japan. He came back thrilled with
the prospects in Japan, having become
: _ “absolutely convinced of the need to create
USMEF leaders sign agreement with USDA an aggressive market devel opment program
February 20, 1976. Seated L-R: David Hume, for U.S. red meats.” |In Februa'y 1976, jUSt a
Administrator, FAS, and Peter Marble, USMEF .
Chairman. Standing L-R: Baxter Freese, lowa Beef few months after the conversation between
Industry Council, and Keith Heffernan, lowa Hume and McMillan, USMEF was
Development Commission. established and became an FAS cooperator.

In 1977 the trade organization opened its first overseas officein Tokyo. Asthe USMEF press
release stated at the time of the opening, “ Tokyo was chosen for the group’ s first foreign location
because of the good transportation links with other ASan countries and because of opportunities
for meat salesin Japan itself. The Japanese have alarge and growing taste for U.S.-type fed besf,
and wereit not for government-imposed import quotas, U.S. beef interests believe they could
substantially expand exports to Japan. There is aso opportunity for pork producers.” With the
tremendous success of U.S. red meat in the Japanese market over the next 30 years, perhapsthey
actualy under estimated the opportunities in Japan for U.S. beef and pork.

USMEF began promoting American HQ beef in Japan. USMEF hosted an initid meat study
team from Japan to the United States and participated initsfird internationd trade show, Tokyo's
American Food Festival and the Osaka International Trade Fair. 1t was at the Osaka Fair that “a
near riot” broke out as* beef hungry consumers found American grain fed beef about haf the
usual Japaneseretail cost. Injust 12 days, nearly 650,000 people visited the MEF booth and
purchased 10 metric tons of U.S. beef.”**

From the beginning, market access issues have dways been linked with marketing efforts for
USMEF in Jgpan. Inthefal of 1978, for example, a USMEF trade delegation led by USMEF
Chairman Baxter Freese visited Asia, including Japan. Freese reported on hisreturn his concern
about Japan’ s trade restrictions and quotas on U.S. beef producers.
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In 1979, LIPC opened up an officein Denver to strengthen itstieswith USMEF.  In 1980, Japan
extended its “ voluntary restraints’ on pork imports, first imposed in November 1979, because of
continued overproduction of pork in Jagpan. USMEF sent its first four-member pork study team
to Japan in 1980 and hosted a U.S. study team from Japan’s Ham and Sausage Manufacturer’s
Association. In 1980, the U.S. trade association began publishing Frontier, a quarterly Japanese
language magazine designed for the mest trade, media and the government.

After some ddliberation, in 1981 Japan lifted its restrictions on pork imports. U.S. pork exportsto
Japan jumped 160% during the first four months after the restrictions were lifted.  In 1982, Japan
temporarily banned Danish pork because of the outbreak of foot and mouth in Denmark. USMEF
responded by hogting atechnical seminar in Tokyo and by publishing Pork from the USA- A
Japanese Buyer’s Guide, afirg of its kind Japanese language purchasing guide.

At the same time, USMEF was ingrumenta in negotiating concessions from the LIPC to make
beef trade lessregtrictive. The U.S. trade association aso set-up an American Meat Cooking
School for the Tokyo Housawives Association and conducted U.S. mesat seminars throughout
Asa

In 1983, USMEF stepped up its efforts to create visibility for U.S. beef by co-sponsoring a
U.S/Wagyu besef tagting contest with the Victoria Station Restaurants, which was televised to
more than 3.3 million viewers. The federation aso initiated informa seminars for importers and
mest handlers where member companies could demonstrate their range of products.

In 1984, the United States and Japan concluded the Brock-Y amamura Agreement that increased
HQ beef imports by 6,900 metric tons a years over afour year period. Immediately following the
agreement, USMEF started to work on technical issues. The trade association negotiated a self-
certification provision to reduce USDA ingpection fees. The provision dlowed U.S. meat plant
personnel to certify product specifications, atask previoudy performed by USDA inspectors. In
1984, the federation aso released an expanded version in Japanese of the publication Variety
Meats from the USA — A Buyers Guide.

USMEF developed the idea of a smultaneous buy-sdl scheme (SBS) that dlowed U.S. meat
suppliers to negotiate directly with end-users on 10% of Japan's genera beef quota. The
complicated distribution system for beef had been an impediment for U.S. beef exports to Japan.
A U.S. beef supplier would sell to an importer, who would then sdl to a digtributor, who might
next sell to another distributor or to a processor, who would finaly sdll to the retailer in the food-
sarviceindudry. This process made it impossible for U.S. sellersto meet his or her buyers or
cater to their purchasing needs. With a smultaneous buy-sdll system (SBS) established in Japan,
the buyer and sdller would get together without a middleman.

Thefirst SBS beef import tenders with Japan took placein 1985.%? Foreign suppliers and
Japanese buyers smultaneoudy submitted quotabids. Quotas were then alocated in descending
order to foreign suppliers with the lowest bids and the Japanese buyer with the highest bids. It
was amgor change in the system since LIPC did not specify the quality of the imported beef, but
until 1988 the SBS system only applied to frozen beef so LIPC till provided protection to
domestic producers.
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To make sure the system worked properly, USMEF provided its members with information on the
mechanics of the SBS system, market data and the names of Japanese end users. USMEF' s
Technicad Committee reviewed the system and offered suggestions on itsimprovement. Phil

Seng, USMEF Tokyo Director at thetime, and Mark Gustafson, Vice President of Technicd
Services, presented these suggestions directly to the Japanese during technicd trade talks held in
Tokyo.

USMEF undertook two mgor studies on the Japanese meat market that laid the groundwork for
increased market development activities in the country. In December 1984, USM EF completed
The Japanese Beef Market — A Study of Opportunities for MEF Member Firms. In November
1985, the trade association completed the companion publication The Japanese Market for Pork
and Pork Products These publications detailed production, consumption, imports and the
distribution system for beef and pork and strategies to improve U.S. sdesin Jgpan. USMEF also
held technica seminarsin Tokyo designed to educate the Japanese mest trade on U.S. meat
terminology, quality control standards, and product specifications.

USMEF continued to build relationships with key Japanese trade groups. They devel oped retall
promotions with the Stamina Food Stores in Japan hel ping to expand the market for variety meats.
In addition, in April 1985, the Japan Restaurant Association (JRA) adong with USMEF and the
U.S. Embassy successfully conducted an eight day exhibition and sales of American HQ beef at
the Tokyo Internationa Exhibition. The Exhibition drew more than 400,000 vistors. Through
exhibitions like this, JRA members dramétically increased their purchases of American HQ beef.

Year s of Opportunity and Growth (1986-1999)

The 1985 Farm Bill authorized the Targeted Export Assstance (TEA) program, which made
funding available to U.S. producer groups in promoting exports that were subject to unfair trade
practices in overseas markets.? About the same time that the TEA program was developed, the
U.S. beef and pork industries adopted a checkoff program. These new funds allowed USMEF to
aggressvely promote U.S. red mest in Japan, and their work made a difference.

Japan was a so becoming more receptive to imports. On July 30, 1985, Prime Minister
Nakasone reversed a 30-year policy of economic led export growth by stating thet future growth
should be based on domestic demand.*® Because of the trade imbalance, he urged Japanese to
buy imported goods.

Much of USMEF s planning was based on the belief that domestic beef producers would not be
able to keep up with growing consumption. In addition, there was tremendous opportunity for
U.S. pork. The value of the processed pork market was $2.3 billion in 1985, but only 0.5% of
this amount came from imports. USMEF believed that it was very important to use the TEA
program to help identify U.S. products in the market and create continued demand for U.S. red
meat.

& The TEA Program was changed to the Market Promotion Program (MPP) in the 1990 Farm Bill, which was
eventually replaced by the Market Access Program (MAP) in 1996.
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USMEF believed that the beef quota system was the mgjor constraint to U.S. beef exportsto
Japan. One of the mgor impediments within the quota system was the Japanese government’s
downplaying of country of origin of imported beef. Buyers had no way of knowing where the
beef came from and consumers had no way of choosing American besef. USMEF believed it was
imperdive to use TEA funding to help build demand for U.S. beef in Jgpan, which could be used
as leverage during the 1988 U.S.- Japan beef negotiations.

USMEF received itsfirst dlocation of TEA fundsin 1987. In fact, the trade association

dlocated dl of its TEA funds to Japan during the first few years of the program based on Japan's
potential for U.S. red meet. The federation targeted the Japanese trade and consumers, using a
three pronged approach of trade and consumer advertising, sales promotions, and public
relations. USMEF s public relaions campaign included “ Ddlicious American Meet” and

“Why?" campaigns. The*“Delicious American Meat” advertissments on televison and

magazines conveyed a strong U.S. image of the ddicious taste and the high quality of American
meat. The“Why?’ advertisements were concertrated in newspapers, carrying the themes of

U.S. beef being tasty, healthy and popular. It so asked the question why beef was so expensive

in Japan.

While not explicitly critical of the Jgpanese government or LIPC, through its public rdaions
campaigns USMEF was able to draw attention to the restrictive quota system and its impact on
beef prices. Criticiam of the quota system and LIPC came from Japanese journdists whose
interest was piqued by the campaigns. Moreover, because of the importance of the trade issue,
USMEF was able to create extendve televison, newspaper and magazine coverage of its many
seminars and promotions.

The U.S. trade association was a so senditive to the fact that it needed to work with the Japanese
trade to develop the market. To facilitate relations with the trade, USMEF developed chain
store, department store, restaurant and hotel promotions, and attended international shows, and
trade seminars.

In June, 1988, the U.S., Audtrdian and Japanese governments signed the Japanese Beef Market
AccessAgreement (BMAA). The objective of the agreement was to ensure access for imported
beef by replacing the quota with tariffs. The Agreement began a phase-out of the quota system
from 1988-90° until tariffication went into effect on April 1, 1991.** The agreement called for a
60,000 metric ton annual increase for the firgt three years, increasing to 394,000 metric tonsin
1990. The 25 percent in-quota tariff was replaced by tariffs of 70 percent in 1991, 60 percent in
1992, and 50 percent in 1993 and afterward. The U.S. government was successful in negotiating
for completely commercid trade, with no LIPC involvement, and no high-qudity beef
requirements.

USMEF marketing activities prior to the agreement had positive market access implications.
According to a GAO report on U.S. market development activities, in 1987 and 1988 USMEF
used TEA fundsto persuade trade groups and Japanese consumers to be more receptive to U.S.
meat by conducting television, magazine, and newspaper promotions*® The Director of the ATO
at the time credited USMEF activities with expediting the BMAA.

b Japanesefiscal year April 1— March 31.
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Under the quota, LIPC preferred to import frozen beef that was more suited to the operations of
the organization than chilled beef.*® With frozen beef, LIPC could store it to help stabilize
domestic prices. Because Japanese consumers like well marbled, chilled beef, and because frozen
beef did not meet the high quality demanded by Japanese consumers, the LIPC was able to protect
the domestic beef industry from foreign competition.

With the liberdization of the beef market, imports of chilled beef could compete more effectively
with fresh Japanese-raised beef, and command a higher price. However, USMEF redlized that to
take advantage of this Stuation, the United States had to improve its qudity assurance and
hygiene standards. In preparation, USMEF funded studies in the mid 1980’ s on chilled beef at
Texas A&M University and chilled pork at lowa State University. With the useful information
from these studies, U.S. firms quickly developed and adopted methods of sending chilled beef and
pork to Japan by ship, rather than by air, reducing the transport cost substantially. USMEF dso
conducted the firgt chilled pork demongtrations in Japan at Inageya around thistime,

During the second year of the TEA program in 1988, USMEF introduced the branded products
promotion program. Working under USMEF, individua packers were able to design activities
that would generate direct contact between the U.S. and Japanese industries. In early 1988,
USMEF opened up thefirst U.S. Meat Corner in the Mitsukoshi department store. By December
there were 500 U.S. Meat Cornersin Japan and the program spread to Hong Kong and Saudi
Arabia

USMEF went from concentrating their effortsin the mgor centers of Tokyo and Osakato
promoting U.S. beef and pork in the rest of the country. The federation identified key playersin
the market, educated these players on U.S. beef and pork, and then handled joint promotions with
them. The trade association not only promoted U.S. red mest in the different areas of the country
but dso in the different segments of the food sector.  For beef, USMEF identified hotels,
supermarkets, and restaurants as the sectors with the most long-term potertia. For pork, it was
primarily supermarkets, ham and sausage manufacturers and dternative markets. USMEF
worked with Japanese retailers to develop 15 different cuts of pork for the 1994 American Pork
Campaign called “ Shunto.”*’

In 1996, Japan suffered its worst food poisoning outbreak since World War 11. While the source
of the contamination was unknown, the federation responded with perhaps the most
comprehensive food safety campaign USMEF had ever undertaken to reassure Japanese
consumers and trade that U.S. mesat was safe and wholesome.*®  With education the main focus of
the campaign, the federation held a series of seminarsfor retailers, digtributors, food service
indtitutions to highlight the steps taken in the United States to produce safe meat. This program
was used as a prototype for other markets such as Korea.

Beginning in the early 1980s, USMEF persuaded U.S. packersto set up officesin Japanto be able

to get ready for the eventua opening of the beef market. By the time the beef market was openin
the early 1990s, all the mgjor U.S. packers had offices in Japan.

With the guidance of USMEF, the U.S. mesat industry has been able to sdll containers of individua
items to Japanese buyers. The competition tendsto sl full sets (dl the cuts from a beef carcass),
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not giving the Japanese customer the specific itemsthey desire. The ability to supply product on a
cut bagis, rather than full-sets, is ftill alarge advantage for the U.S. industry.

In early 1997, the United States was able to capture Taiwan's share of the Japanese chilled pork
import market after the Office Internationa des Epizooties (OIE) confirmed that Taiwan hed
foot-and-mouth disease (FMD), avird disease that affects caitle and swine.*® Japanese imports
of U.S. pork grew from around 136,000 metric tons in 1996 to 160,000 metric tonsin 1997, an
increase of amost 18%.

The Decade of Challenges (2000-2009)
The Anshin (anxiety free) Campaign

In September 2001, BSE (bovine spongiform encephal opathy or mad cow disease) was
discovered in Japan with aresultant drop in besf consumption. USMEF went right to work on
this issue with a research-based strategy to recapture Japanese demand for beef.  The Anshin
campaign was designed to shift the media focus from the dangers of BSE to the different
preventative measures taken by the Japanese and the United States. To reinforce the success of
the partnership between industry, government and science in ensuring that U.S. mest products are
safe and wholesome, USMEF conducted a food safety seminar in Tokyo in September, 2001.%° |t
as0 hosted a media conference in October with more than 60 members of Japan's consumer
media

USMEF established a Food Safety Bureau (which later became the Consumer Bureau) to monitor
the media, correct misinformation and conduct a proactive safety information campaign.®® The
Food Safety Bureau took a multi discipline approach on meat products based on cooperation
between the industry, the government and academia. Today, the Bureau is the primary vehicdleto
monitor media, correct misnformation and conduct its proactive safety information campaign.

The Bureau works closdy with traders and consumers.

USMEF aso developed and placed consumer ads for a circulation of more than 26.7 million. The

adsreiterated key safety messages and reassured Japanese consumersthat U.S. beef is safe, tasty
and nutritious.

The*“Desire Beef” Campaign

In March 2002, USMEF launched the Desire Beef Campaign (Aisareru Beef). Research had
shown that food safety was the primary concern for Japanese consumers, even before BSE, and
that women were the primary decision makers for family meds.>®> Another important finding was
that Japanese women wanted someone they could relate to, particularly other women.

USMEF et out to find three women to represent different parts of the U.S. beef industry and to
effectively communicate with Japanese women. The god of the campaign was to deliver the

messages of safety, taste and nutrition to Japanese mothers who have children living a home and

who are the decison makers on medls. The full-scale campaign ran through the later half of 2002.
It featured print ads in two magjor Japanese newspapers in March and April and targeted women's
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magazines April through June. Commercid advertisng was featured on selected televison
networks April through September.

In August 2002, Y u Hayami, awife, mother and celebrity, became the spokesperson in Japan for
the campaign to carry the message “womar+to-woman.” > Part of the campaign included the
publication of a 98- page color cookbook, “ American Beef Cooking: Y u Hayami’s Party Recipes
and Daily Menu,” which was available at more than 3,000 bookstores in Japan.

USMEF aso worked with USDA’s Secretary of Agriculture Anne Veneman to hold a cooking
event at Akasaka Elementary School and hosted Food Channel and Hiyoko Club editors and
producers in the United States to provide information on the safety and nutrition of U.S. bedf,
especidly how it relates to child devdlopment.>* The campaign continued until 2003,

“We Care’ Campaign

In December 2003, Japan imposed aban on U.S. beef
imports because of the first U.S. case of BSE, which
was found in Washington State.>® While the market
was partidly reopened two years later to beef from
cattle 20 months of age or younger, theloss of the
number one export beef market was a huge blow to
the U.S. beef indudtry.

Once the beef market partialy reopened, the U.S.
trade found a different environment in 2006 to the one

USMEF Japan Director Greg Hanes (far . .
left), USMEF President and CEO Phil  1N2003. Therewas |low consumer enthusiasm,

Seng and USME_F Ch_air John Bellinger increased Compa|t|0n and g(eptu:d |mp0rta’s
cut a ceremonial ribbon at the “We | yq\1eE e quickly and decisively to help rebuild

Care” campaign launch in 2006. i -
confidence with consumers and the trade. In August,

2006, the federation launched the “We Care€’ campaign. This multi-faceted campaign stressed the
“pull” component directed at consumers and the “push” dement directed at the trade.>®

The USMEF “We Care’ campaign was designed to address the concerns of Japanese consumers
that were discovered through research undertaken by the trade organization. For example,
USMEF knew from its research that Japanese consumers would ook for ‘clues’ to safety, such
as their government’ s acceptance of U.S. beef for import. Purchase decisions, however, would
rely more on their confidence in the retailers and restaurateurs sdlling U.S. beef, on the
experiences of fellow consumers and their impressions of how sincere they believed U.S.
producers were in providing only safe product to Japan. “We Care” therefore incorporates these
elements together to tdl the story of U.S. beef sdfety, qudity, taste and price, dl factors the
USMEF research found would impact decisons. Most important, it highlighted how peoplein
every aspect of U.S. beef production care about the products they produce for themselves and
their customersin Jgpan.

Ancther challenge that faced U.S. beef was from increased competition, particularly from
Audrdia The country had increased their checkoff and completed amgjor retail promotion
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featuring awell known cooking ingructor. But as USMEF Sated “ after 30 years of building this
market, USMEF plans to be aggressive about taking it back.”

The strategy was supported through newspaper ads, a wecare.jp website, a consumer virtua tour,
“We Care’ loca barbecues and media events. One of the first media events for the “We Care’
campaign was a beef promotion event in late August, 2006, where consumers could choose
between American, Japanese or Audtralian beef. The event took place at Shinjuku station, the
busiest train dation in Tokyo. The consumer theme of the promotion was “Besf Itsdf |s Safe”
The Metropolitan Meet Trade Association, which represents Tokyo butchers, sponsored the
event. It featured 500 free samples of beef from Japan, Audtrdia and the United States. U.S.
beef wasthe first to “sdl out” and the U.S. booth attracted the most visitors. USMEF dso
digtributed 1,500 fans and balloons fegturing the “We Care’ campaign. USMEF dso planned a
reception on September 19 at the premier Hotel Okura for the Japanese trade to thank them for
their loyaty to American beef, which featured a speech from the U.S. Ambassador to Japan.

Another issue USMEF needed to address was the fact that some importers were reluctant to buy

U.S. beef because of perceived risk. The trade strategy was to convince retailers and foodservice
buyers who were hesitant to purchase U.S. beef by demondtrating that the product is safe, thereis
consumer demand, and there are opportunities for profit. USMEF implemented this strategy

through buyer team visits to the United States, a beef caravan that visited cities throughout Japan,
atrade verson of avirtua tour, abook that took a closer look at approved U.S. packers, retail

and hotel promoations, point-of-sale materials, and areception for leading buyers a one of

Japan' s premier hotelswith U.S. industry representatives.

USMEF attempted to rebuild as much of the Japanese market as possible and maximize the vaue
of beef exports while utilizing a smaler number of beef cattle. Since the bulk of the pre-ban
exports came from 4 or 5 cuts, USMEF developed 17 new, unique cuts that would apped to
Japanese consumers and help repair sales.

The “We Care’” campaign has been successful in rebuilding demand for U.S. beef in Japan In
2008, imports of U.S. beef increased aimost 60 percent over 2007 levels to 54,109 metric tons,
worth $382 million. Acceptance of U.S. beef among consumers, who generdly prefer the taste
of marbled U.S. beef, continues to increase. Negative sentiment toward the U.S. beef safety
system decreased from 72.5% in April 2006 to 36.6% two years later, comparable to pre-BSE
levels. In addition, over 11,000 locationsin Jgpan including al mgor nationa and many large
regiond and locd retall chains have reintroduced U.S. beef, with sdles only limited by supply.
The supply limitation will be addressed by USMEF s foreign market development partner, the
U.S. government.

Innovative Pork Promotions L ead to Successin the Japanese M ar ket

Pork imports from the United States have steadily increased over the last 20 years, making Japan
the number one export market for U.S. pork, trade worth well over one billion dollars ayear.
This success has been in no smdl part due to the activities of USMEF in Jgpan. The federation
has created campaigns to increase awareness of the qudity and vaue attributes of U.S. pork to
build consstent demand that is not based on price. In early 2007, for instance, USMEF started a
daily menu campaign with the rease of the “Mainichi Oishi American Pork 30" (American
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Pork- 30 Ddlicious Recipes for Everyday). The cookbook was created by Makiko Fujino, a
wedl-known cooking ingtructor in Japan and a highly regarded member of Japan’s parliament.
Many of these recipes were aso festured on the USMEF website. The recipes aso appeared in
newspaper ads with Fujino, retail menu cards and in other professond materias for summer
events.

In November 1, 2008, USMEF-Japan
launched the U.S. pork “Erabarete No. 1 —
Selected No. 1 (by you)” theme, which
highlights the fact thet the United States is
the leading supplier of imported pork in
Japan. As Greg Hanes, USMEF Japan
Director, said about the campaign, “Since
consumers are getting the message that U.S.

pork redly is‘everyday delicious’ we :

wanted to take the campaign to the next 5

level, play upon that success and thank ot
Japanese consumers for salecting us.”

“Erabarete No. 1 — Selected No. 1 (by you)”
posters are seen by millions on Japan's

The campaign was launched with commuter trains.

advertisng on train lines throughout the

Tokyo metropolitan area. With almost 20,000 posters and more than 10,000 door stickers spread
over 24 different train lines, the campaign was expected to generate more than 600 million
viewingsin acity of 10 million that travels by train. The ads dso introduced a new No. 1 logo

that had a prominent place in national supermarket promotions in November and Decembey.

L ooking to the Future

According to USMEF, pork isthe fastest growing protein consumed by Japanese consumers and
consumption continues to expand, especialy as seafood consumption declines. With apork sdf
aufficiency rate of just 51%, Japan is forecast to remain the world’ s largest importer over next 10
years — representing 25% of globa imports and 45% more in volume than next largest importer.
Once the redtrictions are eased for U.S. beef, USMEF anticipates Japan will return to pre-BSE
levels within 3 years, and annud exports would reach $1 billion before this time.

Today, Townsend Harris would be able to have a steek dinner anywhere in Jgpan or go to the
local grocery store to purchase milk. Japan is now an essentia market for U.S. meat exports.
The private-public relationship between USDA and USMEF and the close working relationship
between the U.S. and Japanese trade will continue to create tremendous opportunities for U.S.
meat exports in Japan in the years to come.
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